§74.24

may be claimed as cost sharing or
matching.

(2) If the purpose of the award is to
support activities that require the use
of equipment, buildings or land, nor-
mally only depreciation or use charges
for equipment and buildings may be
made. However, the full value of equip-
ment or other capital assets and fair
rental charges for land may be allowed,
provided that the HHS awarding agen-
cy has approved the charges.

(h) The value of donated property
shall be determined in accordance with
the usual accounting policies of the re-
cipient, with the following qualifica-
tions.

(1) The value of donated land and
buildings shall not exceed its fair mar-
ket value at the time of donation to
the recipient as established by an inde-
pendent appraiser (e.g., certified real
property appraiser or General Services
Administration representative) and
certified by a responsible official of the
recipient.

(2) The value of donated equipment
shall not exceed the fair market value
of equipment of the same age and con-
dition at the time of donation.

(3) The value of donated space shall
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space
and facilities in a privately-owned
building in the same locality.

(4) The value of loaned equipment
shall not exceed its fair rental value.

(i) The following requirements per-
tain to the recipient’s supporting
records for in-kind contributions from
third parties.

(1) Volunteer services shall be docu-
mented and, to the extent feasible, sup-
ported by the same methods used by
the recipient for its own employees, in-
cluding time records.

(2) The basis for determining the
valuation for personal service, mate-
rial, equipment, buildings and land
shall be documented.

[69 FR 43760, Aug. 25, 1994, as amended at 61
FR 11746, Mar. 22, 1996]

§74.24 Program income.

(a) The standards set forth in this
section shall be used to account for
program income related to projects fi-
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nanced in whole or in part with Federal
funds.

(b) Except as provided below in para-
graph (h) of this section, program in-
come earned during the project period
shall be retained by the recipient and,
in accordance with the terms and con-
ditions of the award, shall be used in
one or more of the following ways:

(1) Added to funds committed to the
project or program, and used to further
eligible project or program objectives;

(2) Used to finance the non-Federal
share of the project or program; or

(3) Deducted from the total project or
program allowable cost in determining
the net allowable costs on which the
Federal share of costs is based.

(c) When the HHS awarding agency
authorizes the disposition of program
income as described in paragraph (b)(1)
or (b)(2) of this section, program in-
come in excess of any limits stipulated
shall be used in accordance with para-
graph (b)(3) of this section.

(d) In the event that the HHS award-
ing agency does not specify in the
terms and conditions of the award how
program income is to be used, para-
graph (b)(3) of this section shall apply
automatically to all projects or pro-
grams except research. For awards that
support performance of research work,
paragraph (b)(1) of this section shall
apply automatically unless:

(1) The HHS awarding agency indi-
cates in the terms and conditions of
the award another alternative; or

(2) The recipient is subject to special
award conditions under §74.14; or

(3) The recipient is a commercial or-
ganization (see §74.82).

(e) Unless the terms and conditions
of the award provide otherwise, recipi-
ents shall have no obligation to the
Federal Government regarding pro-
gram income earned after the end of
the project period.

(f) Costs incident to the generation of
program income may be deducted from
gross income to determine program in-
come, provided these costs have not
been charged to the award.

(g) Proceeds from the sale of property
shall be handled in accordance with the
requirements of the Property Stand-
ards. (See §§74.30 through 74.37, below).

(h) The Patent and Trademark Laws
Amendments, 35 U.S.C. section 200-212,
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apply to inventions made under an
award for performance of experimental,
developmental, or research work. Un-
less the terms and conditions for the
award provide otherwise, recipients
shall have no obligation to HHS with
respect to program income earned from
license fees and royalties for copy-
righted material, patents, patent appli-
cations, trademarks, and inventions
made under an award. However, no
scholarship, fellowship, training grant,
or other funding agreement made pri-
marily to a recipient for educational
purposes will contain any provision
giving the Federal agency rights to in-
ventions made by the recipient.

§74.25 Revision of budget and pro-
gram plans.

(a) The budget plan is the financial
expression of the project or program as
approved during the award process. It
may include either the sum of the Fed-
eral and non-Federal shares, or only
the Federal share, depending upon HHS
awarding agency requirements. It shall
be related to performance for program
evaluation purposes whenever appro-
priate.

(b) Recipients are required to report
deviations from budget and program
plans, and request prior approvals for
budget and program plan revisions, in
accordance with this section. Except as
provided at §§74.4, 74.14, and this sec-
tion, HHS awarding agencies may not
impose other prior approval require-
ments for specific items.

(¢c) For nonconstruction awards, re-
cipients shall obtain prior approvals
from the HHS awarding agency for one
or more of the following program or
budget related reasons.

(1) Change in the scope or the objec-
tive of the project or program (even if
there is no associated budget revision
requiring prior written approval).

(2) Change in the project director or
principal investigator or other key per-
sons specified in the application or
award document.

(3) The absence for more than three
months, or a 25 percent reduction in
time devoted to the project, by the ap-
proved project director or principal in-
vestigator.

(4) The need for additional Federal
funding.

§74.25

(5) The inclusion, unless waived by
the HHS awarding agency, of costs that
require prior approval in accordance
with OMB Circular A-21, ‘““Cost Prin-
ciples for Educational Institutions;”
OMB Circular A-122, ‘“‘Cost Principles
for Nonprofit Organizations;’”’ or appen-
dix E of this part, ‘“‘Principles for De-
termining Costs Applicable to Research
and Development under Grants and
Contracts with Hospitals,” or 48 CFR
part 31, “Contract Cost Principles and
Procedures,’” as applicable.

(6) The transfer of funds allotted for
training allowances (direct payment to
trainees) to other categories of ex-
pense.

(7) Unless described in the applica-
tion and funded in the approved award,
the subaward, transfer or contracting
out of any work under an award. This
provision does not apply to the pur-
chase of supplies, material, equipment
or general support services.

(8) The inclusion of research patient
care costs in research awards made for
the performance of research work.

(d) Except for requirements listed in
paragraphs (c)(1) and (c)(4) of this sec-
tion, the HHS awarding agency is au-
thorized, at its option, to waive cost-
related and administrative prior writ-
ten approvals required by this part and
its appendixes. Additional waivers may
be granted authorizing recipients to do
any one or more of the following:

(1) Incur pre-award costs up to 90 cal-
endar days prior to award, or more
than 90 calendar days with the prior
approval of the HHS awarding agency.
However, all pre-award costs are in-
curred at the recipient’s risk: the HHS
awarding agency is under no obligation
to reimburse such costs if for any rea-
son the applicant does not receive an
award or if the award to the recipient
is less than anticipated and inadequate
to cover such costs.

(2) Initiate a one-time extension of
the expiration date of the award of up
to 12 months unless one or more of the
conditions identified at paragraphs
(@)(2)({), (i), and (iii) of this section
apply. For one-time extensions, the re-
cipient must notify the HHS awarding
agency in writing, with the supporting
reasons and revised expiration date, at
least 10 days before the date specified
in the award. This one-time extension
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